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GOVERNMENT OF INDIA 
MINISTRY OF COMMERCE AND INDUSTRY 


RESOLUTION 

(Tariffs) 


New Delhi.: the 20th September, '52. 


Ho. SC (A)—2(89)/52. As a result of the representation 
made by the Steel Corporation of Bengal Ltd.', the Government 
45f India requested the Tariff Commission to re-examine 
whether any revision of the existing retention prices of 
of steel payable to that Company for the year 1951 was neces¬ 
sary,” in the light of the actual production of steel by the 
Company during that year. The Commission was also informed 
that if, in re-examining the prices for 1951, the Commission 
considered that any revision of the retention prices for 
1952 and onwards was called for. Government would be glad 
to consider its recommendations. The Commission having 
conducted an inquiry has submitted Its report. Its main 
recommendations in this respect are as follows:- 

(l) The fair retention, prices ,qf steel produced by the 
Steel Corporation of Bengal for (a) January-June, 
1951, (b) July-Deceflber/ 1951 and (c) 1952 should 
be revised. The revised prices recommended by the 
Commission work out, on an average, to Rs. 309/- 
per ton for January-June, 1951, Rs. 303/- per ton 
for July^Deceober, 1951 and Rs. 319/- per ton for 
the year 1(|5?. 



(2) The retention prices for defective and non-standai 
products should be Rs. 10 per ton less than thod 
for standard products and should be given effect 
to simultaneously with the prices for standard pro¬ 
ducts. 

(9) Hie price of spelter has been taken at Rs. 1907/- 
per ton In calculating the works costs for 1951 and 
atRs. 1900/- per ton for 1952. Necessary adjust¬ 
ments on this account with the Company should con¬ 
tinue to be made for the actual cost of spelter as 
at present. 

(4) The Company should exercise stricter control over 
the consumption of ingot moulds and bottoms. 

2. The Government of India have accepted these recom¬ 
mendations of the Commission. 

9. Action on other recommendations is being taken 
separately. 

IS. BHOOIHALIVGAW) 

Secretory to the Government of India. 
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REPORT ON THE FAIR RETENTION PRICES OF STEEL 
PRODUCED BY THE STEEL CORPORATION OF BENGAL 


1. An inquiry into the fair retention prices of steel 
produced by the two major producers,• namely, the 

HcTe rcfi co 

to the Tata Iron and Steel Company and the Steel Corpo- 
Co«nietlon, ra tion of Bengal (SCOB) was made by the Tariff 
Board in 1951 and a report was submitted to Government on 
30 th May, 1951. By their Resolution (Tariffs) No. SC (A)-2 
(58)/51 dated 22nd June, 1951, the Government of India in 
the Ministry of Commerce and Industry accepted the Board's 
recommendations with certain modifications. An increase of 
Rs. 11 per ton was granted to the two producers for the 
period from 1st January, 1950 to 30th June, 1951 to com¬ 
pensate them for the increase in their works costs, and 
revised retention prices were fixed for them for the period 
from 1st July, 1951 to 30th June, 1951. Shortly after the 
above Resolution was issued, SCOB represented that the 
increase in price due to it for 1950 should be calculated 
on its actual production of 202,000 tons in that year in¬ 
stead of a production of 270,000 tons assumed by the Board 
and that the Board's estimates of production and works 
^costs for the period 1951-54 also needed revision. After 
examining this representation, Government decided to allow 
SCOB an additional increase of Rs. 11 per ton for the year 
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1950 on the ground that an assumed production of 231,000 
tons for that year would be appropriate. As regards SCOB's 
claim for revision of prices for 1951, Government consi¬ 
dered that the Tariff Commission should be requested to re¬ 
examine whether a revision was necessary, taking into 
account SCOB's actual production in that year. Accordingly, 
by their letter No. SC (a) r-2 (85) /52 dated 22nd May, 1952, the 
Government of India in the Ministry of Commerce and Industry 
requested the Commission to undertake the necessary review 
and to submit its recommendations as early as possible. 
By a subsequent letter No. SC (A)-2(85)/52, dated 19th June, 
1952, Government informed the Commission that if, in re¬ 
examining the prices for 1951, the Commission was able to 
take a view on the need or otherwise for revision of prices 
fbr 1952 and onwards and if on such a view it found it de¬ 
sirable to make any recommendations. Government would be 
glad to consider them. In the letter dated 22nd May, 195£ 
from the Ministry of Commerce and Industry, the Commission 
was also requested (i) to examine the factors which were 
holding up the implementation of the recommendation of the 
Tariff Board regarding the amalgamation between the Indian 
IronandSteel Company (IISCO) and SCOB and to give its views 
on the subject; and (11) to examine the claims put up by the 
main producers to compensation for the increase in the 
costs of production on account of the Increase in the rail¬ 
way freight on coal and the revision of the concessional 
freights for the iron and steel industry on the B.N.! Railway 
with effect from 1st April, 1952. In this Report, we have 
examined these claims so far as SCOB is concerned. 

2. SCOB's case for a revision of its retention prices 
Method of for 1951 and 1952 was set out in its letter dated 
inquiry. 5 th July, 1952 to the Commission. In the same 
letter, the Company also explained the position regarding 
the merger between IT SCO and SCOB recommended by the Tariff 
Board. On receipt of this letter, the Commission's Cost 
Accounts Officer, Shri N. Krishnan, visited the Works of 
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both HSCO and SCOB and prepared a report on the works 
costs of steel produced by SCOB in 1951. Discussions were 
held between‘the Commission and the representatives of SCOB 
in Bombay from 11th to 19th August, 1953 on various points 
arising out of this inquiry. 

3. (i) At the 1951 inquiry, although the Tariff Board 
terks cost* P re P ar0d separate estimates of production of dif¬ 
fer 1951. ferent categories of steel for July-June, 1951-52, 
1952-53 and 1953-51, it adopted the estimates of production 
for 1952-53 for determining the works costs for the entire 
period from 1951-52 to 1953*51', on the ground that the 
increase in production which was earlier expected to take 
place in 1952-53 had already begun to be realised towards 
the close of 1950-51. While, earlier, SCOB was expected 
to attain a production of 396,667 tons of ingots in 1952-53, 
the actual production in the period from March to May, 1951 
nad already increased to an annual rate approaching that 
figure. The Board estimated that with production of ingots 
at this rate, SCOB should be able to produce 311,454 tons 
of saleable steel during 1951-52. The following table shows 
SCOB's actual production of ingots and saleable steel in 
each month from January, 1951 onwards, together with the 
Board's estimates of production for 1951-52 and 1952-53. 


Production 
of ingots 

Production of 
saleable steel 

(tons) 

(tons) 


Board's estimate 
for 1951-52 

338,333 

263,127 

-do- 1952-53 

396,667 

311,454 

1951 



January 

25,289 

21/178 

February 

20,683 

17,389 



4 


Pro diction 
o f ingots 

Production of 
saleable steel 

(tons) 

(tons) 


March 

29,177 

20,854 

April 

32,294 

21,484 

May 

32,303 

21,980 

June 

30,084 

21,022 

July 

27,557 

23,936 

August 

33,993 

22,762 

September 

31,389 

24,018 

October 

35,073 

20,860 

November 

25,690 

24,014 

December 

28,476 

24,693 

Total 

352,988 

264,090 

1952 

J anuary 

33,894 

17,054 

February 

35,652 

26,805 

March 

37,003 

25,835 

April 

40,457 

19,897 

May 

33,738 

27,962 

J une 

26,954 

22,406 

Total 

207,698 

139,950 


It will be seen that as against the Tariff Board's 
estimates of 396,667 tons of Ingots and 311,451 tons of 
saleable steel for 1952-53, which were expected to be 
realised in 1951-52, the actual prodiction of ingots amounted 
to 352,988 tons in 1951 and 207,698 tons in the first six 
months of 1952 and that of saleable steel to 261,090 tons in 
1951 and to 139,959 tons in the first six months of 1952-. 
Production of ingots, during July, 1951 - June, 1952, however, 
which amounted to 390,876 tons, came very near the Board's 
estimate. 
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(ii) At the 1951 inquiry, the Board estimated the works 
cost per ton of saleable steel at Rs. 223.54 for a produc¬ 
tion of 263,127 tons for 1951-52, Rs. 205.31 for a produc¬ 
tion of 311,451 tons fbr 1952-53 and Rs. 193.65 for a pre¬ 
diction of 348,204 tons for 1953-54. The estimate of works 
cost prepared in 1948 for a production of 223,170 tons, on 
which the retention prices for SCOB for the period up to 
30th April, 1951 were based, was Rs. 211.85 per ton. Since 
the revised retention prices were expected to cone into 
fbrce from 1st July, 1951, the Board recommended an increase 
of Rs. 11 per ton for the first half of 1951, since the 
Board's estimate of works costs for 1952-53, after adjust¬ 
ment for IISCO's share of profits, exceeded the 1948 esti¬ 
mate of Rs. 211.85 by approximately this amount. As regards 
the latter half of 1951, the Board, for reasons stated in 
the preceding sub-paragraph, recommended that the works cost 
fcfetimated by it for 1952-53, i.e., Rs. 205.31 per ton, should 
apply. SCOB has represented that since Its accounts are 
maintained by the calendar year. Its retention prices should 
also be based on the calendar year and that the Board's 
estimate of works cost for 1951, which was framed on the 
basis of an annual production of 311,454 tons of saleable 
steel, is far beiow the actual cost, since the actual pro¬ 
duction of saleable steel during that year was only 284,090 
tons. In the letter dated 22nd May, 1952 from the Ministry 
of Commerce and Industry, the Commission has been asked to 
review the retention prices for SCOB for the calendar year 
1951 on the basis of its actual production in that year. We 
have accordingly recalculated SCOB's works cost for the 
calendar year 1951 on the basis of its actual production of 
264,090 tons. 

(ill) Hot raster!: 

(a) Hot metal required for the production of steel is 
purchased by SCOB from IISC0 at a price determined in accor¬ 
dance with the terms of the agreement between the two Com¬ 
panies. Under this agreement, the price of hot metal is to 
consist of : 
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(i) works costs 
(ii) head office expenses 

(ill) depreciation at 5 per cent, on the depreciated 
book value of the plant engaged 
(iv) a proportion of the debenture interest for the 
time being payable, and 

(v) 5 per cent, surcharge on the total cost of items 
(i), (il), (ill) and (iv). 

Thus, the price of hot metal payable to IISCO Includes 
certain items of overheads in addition to the works costs. 
At the 19?51 inquiry, the Board excluded these items of 
overheads from its estimate of the cost of hot metal, in 
order that its estimate might be comparable with the cor¬ 
responding estimate for the Tata Iron and Steel Co.', which 
is an integrated unit. These items were included in SCOB's 
overheads. SCOB has represented that this procedure is not 
suitable for accurate costing of individual categories o£ 
saleable steel, since the distribution of overheads may not 
correspond with the actual consumption of hot metal in the 
production of different categories of saleable steel. 
iUrther, the Board's procedure of calculating IISCO's works 
cost of hot metal by treating IISCO and SCOB for this pur¬ 
pose as if they formed an integrated unit, had resulted in 
certain items of costs being disallowed, although such items 
of costs were legally payable by SCOB under the terms of its 
agreement with ITSCO. As pointed out in paragraphs 14 and 42 
(d) of the Board's 19?il fteport, the cost of hot metal under 
IISCO - SCOB Agreement works out much lower than what it 
would be in the absence of the agreement. And we consider 
that, if advantage is to be taken of this fact and the cost 
of hot metal is to be otherwise calculated in accordance with 
the terms of the agreement, instead of at the economic rate, 
i t would be fair to adhere to the terms of the agreement in 
regard to all individual items of cost. We have accordingly 
calculated the cost of hot metal strictly in accordance with 
the terms of the IISCO - SCOB Agreement. 
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(b) IISCO's accounts are Maintained by financial year, 
Aprll-March, and the price payable to IISCO for hot metal 
and pig iron is settled at the end of each financial year. 
The cost of these naterials to SCOB in 1951 is, therefore, 
to be calculated by taking the average of their costs in 
1950-51 and 1951-52, weighted by the actual deliveries in 
Jdnuary-March, 1951 and Apfil-December, 1951 respectively. 
SCOB draws its supplies of these materials from the Hirapur 
Works of IISCO. The production of coke, hot Metal and pig 
iron at Hirapur and their costs in 1950-51 and 1951-52 are 
given below: - 

Production of coke and iron 



Board's estimate 
1951-52 (tons) 

1950-51 

(tons) 

1951-52 

( tOD S) 

jke 
v / 

625,000 

635,178 

699,048 

Hot metal 
pig iron 

and 

413,333 

329,791 

493,208 


Coat of 

coke and iron 



Board's estimate 

1950- 51 

1951-52 


Rs. 

Rs. 

Rs. 

Coke 

24.82 

28.48 

31.23 

Hot metal and 

pig iron 61.84 

85.76 

78.22 


The yield of coke from coal charged was 77 per cent, on dry 
basis in 1951-52, the same as assumed by the Board in framing 
its estimates for 1951-54. The Board had assumed that the 
coke consumption per ton of pig iron would be progressively 
reduced to a minimum of 2,150 lbs, in 1953—54. The actual 
consumption of coke per ton of pig iron was 2,402 lbs. in 
1950-51 and 2,173 lbs. in 1951-52. In its 1951 Report, the 
Board had recommended that the blast fhmacesat Hirapur 
should be operated to produce iron of only Bessemer grade, 
and had given the following specification of the grade which 
was considered most suitable for use in SCOB's Bessemer 
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process: silicon 1.25 to 1.75 per cent., manganese .50 to .65 
per cent, and sulphur .050 per cent, maximum. The specifica¬ 
tion laid down in the I1SC0-SC0B agreement is different, 
namely, silicon not exceeding 1.B5 per cent., sulphur not 
exceeding .045 per cent., phosphorus not exceeding .30 per 
cent. And manganese 1 to 1.5 per cent. In 1951-52, however, 
the Hirapur Works produced iron to the following specifica¬ 
tion, namely, silicon 1.25 per cent, to 1.75 per cent., 
sulphur .015 per cent, under and manganese .45 to .85 per 
cent. In addition, about 90 per cent, of the iron produced 
at the Hirapur Works during 1951-52 was of the Bessemer 
grade as against 80 per cent, envisaged by the Board. 

(iv) Steel ingots: 

(a) In 1951, SCOB's production of ingots amounted 
352,988 tons which exceeded the peak level of 282,066. ton® 
attained in 1919 by nearly 25 per cent. In its 1951 Reporcp, 
the Board had recommended several improvements, such as the' 
strengthening of the higher supervisory staff, provision of 
supplementary fUel supply, alternate operation of the vessels 
in the Bessemer plant, reduction in loss of time fbr repairs 
and re-building, increasing the charge at the Bessemer 
converter and adoption of the blown metal process as one 
standard method. The first of these recommendations had 
already been implemented to a substantial extent at the time 
of the Board's Report and the Improvement noticeable since 
April-May, 1951 was largely due to the efforts of the new 
personnel. The equipment required for supplementary fUel 
supply has been ordered and is expected to be installed early 
in 1953. The Company has already adopted the practice of 
operating the vessels In the Bessemer plant alternately. 
So as to save a part of the charging and emptying time. 
Some improvement has already been effected in reducing the 
loss in production time due to repairs and re-building and 
further efforts in that direction are being made. At the 
1951 inquiry, the outage time in SC0B was estimated at 35 
per cent, as compared with 16 per cent, in the case of 
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Tatas. The actual percentage of outage time over the 12 
months of 1951, however, amounted to 22.6 per cent., 22.5 
per cent, 38.1 per cent.;, and 30.7 per cent, for the four 
melting ftimaces at SCOB. Three out of these 4 furnaces have 
now been fiilly rehabilitated and this should appreciably 
reduce the outage time during the next 4 years. The recom¬ 
mendation regarding the charging of the Bessemer In blows of 
25 tons instead of 20 tons as kt present is not favoured by 
SCOB's technical experts who consider the present practice 
more suitable. The blown metal process recommended by the 
Board's Technical Adviser has also not been found suitable, 
as it would involve the installation of fixed furnaces in 
place of the tilting furnaces now in use and also a greater 
use of scrap. SCOB is making a more Intensive use of the 
Duplex process. This, however, involves a greater use of hot 
metal in the total metallic charge. Though the yield of 
ingots from the metallic charge has remained at 92.5 per 
cent., the figure adopted by the Board, the overall ratio of 
hot metal to ingots which was assumed by the Board to be 
0.08 : 1 ton has increased to 1,08, : 1 ton as a result of the 
more Intensive use of the Duplex process. The greater use 
of hot metal relatively to scrap has increased the cost of 
materials per ton of steel. 

(b) Moulds and hottest: The expenditure on ingot moulds 
and bottoms during 1951 was abnormally heavy as compared with 
any of the previous years. As against the Board's estimate 
of Rs. 2.2 per ton of Ingots for 1951, the actual expenditure 
amounted to Rs. 4.53 per ton. We have discussed the matter 
at considerable length with SCOB's representatives, who, 
while admitting the expenditure to be abnormal, have ex¬ 
plained It as due partly to the fact that the Company had to 
provide moulds and bottoms for a target production of 396,000 
tons,< and partly to the unusually wide fluctuations in the 
day-to-day output of ingots during the year, necessitating 
the use of a much larger number of Ingot moulds and bottoms 



than would appear to be necessary on the basis of the average 
production over the year. We are not satisfied with: this 
explanation. We think that due allowance should be made for 
the fact that some of the Ingot moulds will continue to be in 
use In the following year. We have accordingly estimated the 
expenditure on' ingot moulds and bottoms at Rs. 3.B per ton 
of ingots. This estimate allows for a rise of 28 per cent, 
in the prices of moulds and bottoms since 1950. We recommend 
that SCOB should exercise stricter control over the consump¬ 
tion of moulds and bottoms. 

(c) Spares: It is the practice at SCOB to charge spares 
to production departments at 20 per cent, above their actual 
costs, the surcharge being intended to cover the extra cost 
of replacement and loss due to obsolescence. SCOB's repre¬ 
sentatives contended that this surcharge was fully Justi¬ 
fied on the ordinary commercial principle that the produ¬ 
cer was entitled to recover the replacement value of his 
stocks from the consumer. We do not agree with this view 
which is also not In accord with our past practice and we 
have, therefore, taken the cost of spares at their actual 
book value. 

(d) Breakdown will and annealing furnaces: The Company 
Incurred heavy expenditure on repairs to the breakdown mill 
and annealing furnaces during 1951. Ihe Company claimed that 
the whole of this expenditure should be charged to the 1951 
production. Proper accounting requires that expenditure of 
this kind should be spread over a period and not debited to a 
single year. The provision made on this account since 
1949 , however, was not adequate to cover the actual expendi¬ 
ture and we, therefore, consider it reasonable that 50 per 
cent, of the expenditure incurred in 1951 on repairs to the 
breakdown mill and annealing furnaces should be charged to 
that year and the balance taken into account in fixing the 
provision for repairs and rebuilding fbr 1952 and 1953. Hie 
amount charged to 1951 comes to Rs. 1.334 lakhs. 
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(e) The cost of production of ingots in 1951 is esti¬ 
mated at Rs. 151.58 per ton as compared with the board's 
estimate of Rs. 127.74 per ton for 1951-52 and Rs. 121.21 
per ton for 1952-53. 

(v) Finished ateel : 

(a) The total production of saleable steel during 1951 
was 264,090 tons as compared with the Board's estimates of 
263,127 tons for 1951-52 and 311,454 tons for 1952-53. The 
yield in the rolling mills in 1951 and the corresponding 
yields assumed by the Board at the 1951 inquiry are given 
below: 



Board'a 

1951 


oatiaato 


Blooming mill 

90.781 

88.09% 

34" mill 

92.47 % 

95.18% 

18" mill 

91.391 

94.441 

Sheet mill 

81.071 

81.161 


As compared with the Board's estimates, the yield in the 
blooming mill was lower in 1951 while the yields in the 34" 
and 18* mills were higher. The yield in the sheet mill was 
practically the same. The improvement in the yields at the 
finishing mills was partly the result of greater bloom mill 
discard. It is the over-all yield that natters, and it is 
immaterial what proportion of the scrap discard takes place 
at any particular stage. The over-all yield in 1951 was 
77.17 per cent.-, as against 77.77 per cent, estimated by the 
Board. 

(b) Product mix: The following table shows SCOB's 
actual production of different categories of saleable steel 
during 1951, as compared with the estimates made by the Board 
at the 1951 inquiry for 1951-52 and 1952^-53: 
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(In tans) 



Board * s 

estimates 

Jctu ol a 


1951-52 

1952-53 

1951 

Blooms 

- 

8,258 

2,737 

Billets 

56,599 

74,050 

75,430 

Heavy rails 

20,000 

20,000 

10,468 

S tructurals 

66,721 

84,167 

49,712 

Light bars 

28,539 

29,282 

30,593 

Light rails 

3,323 

3,409 

2,629 

Black sheets 

41, 333 

44,867 

48,173 

Galvanized plain sheets 
(soft) 

7,204 

7,204 

11,756. 

Galvanized corrugated 
sheets (hard) 

14,408 

14,408 

20,464 

Galvanized corrugated 
sheets (soft) 


_ 

1,872 

Black corrugated 
sheets (hard) 

25,000 

26,000 

10,256 

Total 

263,127 

311,454 

204,090 


It will be seen that in comparison with the quantities 
assumed by the Board, SCOB produced more galvanized sheets 
in 1951. A change In the product mix in favour of this 
category has the natural* consequence of pushing up the 
over-all average cost. 

(c) Con sumption 0/ spei tsr: The consumption of spelter 
during 1951 was 178.64 lbs. per ton of galvanized sheets, as 
compared with the Board's estimate of 179 lbs. The dif¬ 
ference was due to the variation^in the proportions of 
different types of galvanized sheets produced by the 
Company in 1951 (such as sheets with li oz. and 2 oz. coating 
commercial quality etc.) as compared with the Board's esti¬ 
mates. 
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(d) Cost of spelter: The average cost per ton of spel¬ 
ter in 1951 was Rs. 1,907'-. This has been adopted in cal¬ 
culating the works cost for 1951. The price of spelter 
assumed in working out the 1951 estimates was Rs. 3,500/- 
per ton. Adjustments are made in the payments made to the 
procedures to take account of the difference between the 
actual cost of spelter and that assumed in calculating their 
retention prices. 

(e) The works costs per ton of different categories of 
saleable steel in 1951 as determined by us, together with 
the Board's estimates for 1951-52 and 1952-53, are given 
below. The representatives of the Company have agreed to 
our estimates of works costs for 1951. 



Works costs | 
per ton 

in 1961. 

Board* s esti¬ 
mate or works 
costs per ton 
in 1961/52. 

Board's esti¬ 
mate or works 

costs per ton 
in 1962/63. 


Rs. 

Rs. 

Rs. 

1. Blooms 

172.96 

146.18 

137.67 

2. Billets 

196.22 

170.10 

160.31 

3. Heavy rails 

210.46 

173.97 

162.68 

4. Structurals 

206.67 

179.31 

170.22 

5. Light Bars 

203.54 

182.42 

174.68 

8. Light Ralls 

216.12 

198.20 

180.88 

7. Black plain sheets 
( 11 - 14 0) 

264.72 

224.61 

210.44 

8. Galvanized plain 
sheets (soft) 24 0 

439.99 

686.43 

662.70 

9. Galvanized corrugated 
sheets (hard) 24 0 

433.96 

561.23 

647.63 

10. Galvanized corrugated 
sheets (soft) 24 G 

441.76 

- 

- 

11. Black corrugated 

sheets (Hard) 24 G 

287.27 

267.45 

243.27 

Weighted average 
works costs 

244.47 

223.54* 

205.31* 

* As given In the Board' 

s 1961 Report 

. See sub-paragraph (g) below. 
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(f) In addition to the above categories, cold rolled 
and annealed black sheets, black oiled corrugated sheets and 
dry pickled black sheets were also produced by the Company 
in 1951. The first two items are covered by the extras 
already fixed by the Iron and Steel Controller. No extras 
have yet been fixed for the third item, but in the absence 
of the necessary technical information, we have to leave it 
to the Iron and Steel Controller, in consultation with the 
Special Committee recently appointed to recommend extras for 
various categories of steel, to fix the extra for this item. 
We have, therefore, included SCOB's production of cold 
rolled and annealed black sheets anddry pickled black sheets 
in the category of plain black sheets and that of black oiled 
corrugated sheets in the category of black corrugated sheets. 

(g) The weighted average works cost of different 
categories of saleable steel in 1951 comes to Rs. 241.47 
per ton, as compared with the Board's estimate of Rs. 223.51 
per ton for 1951/52 and Rs. 205.31 per ton for 1952/53. In 
comparing the actual works cost for 1951 as determined by 
us, with the Board's estimates, account must be taken up 
the fact that the Board had excluded from its estimates of 
works cost certain payments made bv SCOB to IISCO under the 
IISCO-SCOB Agreement which have been Included in our cal¬ 
culation of works cost. Secondly, the Board had taken the 
price of spelter at Rs. 3,500/- per ton as compared with the 
price of Rs. 1,907/- per ton adopted by us. Consequently, 
before comparing the Board's estimates for 1951-52 or 1952-53 
with the actual works cost fbr 1951 as determined by us, an 
addition has to be made to the former for the inter-company 
charges excluded by the Board. Similarly,' an adjustment has 
to be made In the Boards estimates for both 1951-52 and 
1952-53 for the difference in the prices of spelter assumed 
by the Board and ourselves. We give below a statement 
showing separately how the actual works cost as determined 
by us compare with the Board's estimates as adjusted above 
for the two halves of 1951 on the basis of SCOB's actual 
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production of different categories of steel in the two 
periods. 



(Rupees per ton) 


Actual s 

Board's esti¬ 

Board's esti¬ 


mate for 

mate for 


1951-1352 . 

1952-1953 

January-June 1951 252.86 

246.43 

234.76 

July- December 1951 237.07 

229.14 

217.85 


It will he seen that the weighted average works cost for the 
first half of 1951 as determined by us exceeds the Board's 
estimates of works costs for 1951-52 and 1952-53 (adjusted 
for changes in the product mix and the price of spelter 
and after Including the inter-company charges) by Rs. 6.43 
and Rs. IS. 10 per ton respectively. The increases are largely 
explained by the higher cost of hot metal. The same ex¬ 
planation applies to the increases in the weighted average 
works cost for the second half of 1951 as compared with the 
Board's estimates for 1951-52 and 1952-53 (adjusted as 
explained above)) the increases are Rs. 7.93 and Rs. 19.22 
per ton respectively. 

4. (a) January-June, ■ 19S1: The retention prices for the 
Overheads malri producers fixed after the 1948 inquiry were to 
for 1951. remain in force upto 30th April, 1951. The 
revised retention prices fixed in 1951, however, were brought 
into force from 1st July 1951 and the retention prices fixed 
earlier were made applicable to the period from January-June, 
1951 subject to adjustment for the increase in works costs 
only. The overheads for this period were kept unchanged at 
the rates fixed at the 1948 inquiry. We do not see any 
reason to depart from this procedure, except that we consi¬ 
der that a provision should be made in the overheads allowed 
to SCOB for the payment of IISCO's share of profits under 
the IISCO-SCOB Agreement. The absence of any provision on 
this account in the overheads allowed to SCOB at the 1948 
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inquiry resulted in the Company receiving a smaller amount 
than was intended. The amount of net profits payable to 
IISCO for the first half of 1951 is estimated by us at Rs. 
R. 91 lakhs (see sub-paragraph (c) below). We have distri¬ 
buted this amount over different categories of steel in 
proportion to the overheads due to SCOB on the actual pro¬ 
duction of different categories at the per ton rates adopted 
at the 1948 inquiry. 


(b) July-Decenber, J95i: As regards July-Deceraber, 
1951, we consider that the provision for depreciation, 
return on block, Head Office expenses and selling expenses 
should be on the basis recommended by the Board for 1951-52 


in paragraph 72 of its 1951 Report. We have re-calculated 
the interest on working capital as follows:- 


Estimated working capital 
in 1948 

Add for increase in pro¬ 
duction by 28 per 
cent, (from 223,000 
tons to 280,800 tons) 


Add for Increase in works 
costs by 12 per cent. 


Rs. 200 lakhs 


Hs. 52 lakhs 


Rs. 252 Lakhs 


Rs. 30 " 


Add 5k. per cent, for stock¬ 
piling in respect of 
essential raw materials 


Total per year 
For half year 
Interest § 4% 


Rs. 298 lakhs 
Rs. 149 lakhs 
Rs. 5.96 lakhs 


IISCO's share of p ro fi ts has been estimated by us at Rs. 10.03 
lakhs for the period, July-December, 1951 (see sub-paragraph 
(c) below). We have excluded the special charges payable to 
IISCO under the IISCO-SCOB Agreement since these charges 
have been included in our estimate of works cost. We also 
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do not consider it necessary to allow a Margin for contin¬ 
gencies since the works cost for this period has been compu¬ 
ted on the basis of actuals. SCOB has represented that the 
margin for contingencies is intended to cover unforeseen 
variations, not merely in works costs, but also in realisa¬ 
tions. In 1951, the Company was called upon to refund a sum 
of Rs. 11.66 lakhs to Government on account of its trans¬ 
actions with the Equalisation Fbnd from April 1916 to May 
1919. This was an unforeseen liability and the Company has 
claimed that the margin fbr contingencies previously allowed 
for the latter half of 1951 should be retained to cover this 
payment. We have disallowed this claim,' because it has no 
relation to the Company's cost of production during the 
period under review. The Company may represent this matter 
directly to Government for their consideration. Thus, the 
overheads to be allowed to SCOB for Jhly-December, 1951 are 
as follows:- 

(lakhs of Rupees) 

1. Depreciation: 


(a) Normal 

20.00 

(b) Special provision 
.for depreciation 

12.87 

Interest on working capital 

5.96 

Return on block 

30.48 

IISCO's share of profit 

10.03 

Head office expenses 

5.00 

Selling expenses 

2.80 


Total 87.14 

We have distributed the total overhead charges as 
determined above over the net quantity of saleable steel, 
that is the quantity left over after deducting from the 
total production the quantity consumed in the works for 
maintenance purposes. The net quantity is taken at 139,MG 
tons for latter half of 1951. A. part of the output of 
saleable steel consists of non-standard and defective pro¬ 
ducts t and overheads have been charged to such products 
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at Rs. 10 per ton less than those charged to standard 
products. The production of non-standard and defective pro¬ 
ducts is taken at 5,800 tons for the latter half of 1951. 
The allocation of overheads to Individual categories of 
steel has been made approximately in the proportions indi¬ 
cated in the schedule of retention prices recommended by the 
Board in its 1949 Report. 

(c) IISCO's share of profit: (l) Under the IISCO-SCOB 
Agreement, IISCO is to receive 20 per cent, of SCOB's "net 
profits"i defined as fbllows:- 

"The term "net profits" shall mean the profits 
of the Corporation after allowing for all working 
and administration charges, interest on debentures, 
loans and advances, repairs and outgoings and de¬ 
preciation on the scale for the time being in 
force under die Indian Income Tax Acts, but befbre 
allowing for income or super tax or any other tax 
on income, or expenditure by way of interest on 
Preference Shares on capital account or for any 
sums set aside out of profits for reserve or 
o ther spec! al accoun ts." 

SCOB’s representatives have claimed that the above defini¬ 
tion of net profits has the following implications: (i) The 
special depreciation of Rs. 25.71 lakhs per annum allowed to 
SCOB is additional to the depreciation allowance allowed 
under the Income Tax Act and 1s, therefore, part of the net 
profits divisible between IISCO and SCOB. (ii) The normal 
depreciation of Rs. 49 lakhs per annum allowed to SCOB 
Includes Rs. 1.98 lakhs by way of initial depreciation. 
Since at the time when the IISCO-SCOB Agreement was entered 
into, no initial depreciation was allowable under the Income 
Tax Act, the auditors of the two Companies have held that 
the amount of Initial depreciation is also part of the net 
profits, (iii) A part of the interest on working capital 
included in SCOB's retention prices is also to be treated as 
net profits for the purpose of the Agreement, because the 
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Company uses Its own flinds to meet a part of Its working 
capital requirements and saves interest to that extent. 

(2) On a strict interpretation of the Agreement, the 
first two claims are Justified, but we do not think that 
the third claim is admissible. Interest on working capital 
is an item of works cost, varying according to output and 
cost of production. It has been included in overheads only 
because its amount has had to be estimated. In the case of 
all other items of works costs, we have allowed the Company 
only its actual expenditure. In this case, however, the 
actual expenditure incurred by the Company is much smaller 
than that allowed by us and the company is, therefore, making 
a saving. We do not think that this saving should be treated 
on the same footing as the return on block. Wbrking capital, 
unlike block, represents liquid funds capable of being em¬ 
ployed on short term basis in various alternative ways, and 
hence the interest on working capital due to the Company is 
to be estimated by considering what the Company's own funds 
would earn in alternative employment or what it would cost 
the Company to borrow the necessary funds. Chder the IISCO- 
SCOB Agreement, 9C08 has to part with 20 per cent, of its 
income to IISCO from whatever source It arises (whether it 
arises in or outside SCOB's own business) and hence, the 
income accruing to the Company from employment of its liquid 
fluids outside its business would also be subject to deduc¬ 
tion for IISCO's share of profit. If, therefore, the Company 
uses its liquid fluids in its business and has to part with a 
portion of its interest on such flinds to IISCO, its net 
Income from employing its flinds in this way would not be 
smaller than what it would be if the funds were employed 
in any other way. If, on the other hand, SCOB borrows this 
money, interest would be payable on it at the rate assumed 
by us and there would be no saving to SCOB and no payment to 
IISCO. We would like to add that the total amount of working 
capital employed in the Company is Itself an assumed figure 
and hence the amount of its own funds which the Company 
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claims to utilise as Its working capital is only derived 
from that figure. Fbr these reasons, we do not think that 
interest on working capital should be taken into account in 
determining the provision for IISCO's share of profit. 
Further, the return on block allowed to SCOB includes certain 
items of expenditure not included in the "net profits"i as 
defined under the IISCO-SCOB Agreement, namely, profit- 
sharing bonus (Rs. 2.62 lakhs), the Managing Agents’ com¬ 
mission (Rs. 4.38 lakhs) and the Directors’ commission 
(Rs. 0.68 lakhs). (The figures in brackets relate to the 
calendar year, 1951). Hence, the entire amount of the 
return on block will not count as net profits for the 
purposes of the Agreement. The total net profi ts of SCOB for 
the purpose of the Agreement, therefbre, work out as follows 
for January/June and July/December, 1951:- 

(In Lakhs of rupees) 

J an/June July/Dec. 

1951. 1951. 


(I) Net Return on Block 


after adjustment fbr 
(a) Profit Sharing 

Bonus, (b) Managing 
Agents Commission 
and (c) Directors' 



Commission. 

28,66 

26.26 

(II) Initial Depreciation 

0.99 

0.99 

(III) Special Depreciation 

• m 

12.87 

(IV) Net Profits 

27.65 

40.12 

IISCO's Share of Profit 
[ § 25% of (IV) ] 

6.91 

10.03 


It is obvious that if SCOB is to receive the overhead charges 
allowed by us on account of other items, an extra provision 
of Rs. 16.94 lakhs (Rs. 6.91 lakhs for the first half of 
1951 and Rs. 10.03 lakhs for the second half of 1951) must 
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be made for IISCO's share of profits under the IISCO-SCOB 
Agreement. IISCO has not been allowed any special depre¬ 
ciation, and as explained in paragraph 13 (d) of the Board's 
1951 Report, IISCO's net realisation from payments made to 
SCOB fbr hot metal, after deleting works cost, depreciation 
and other overheads, is not sufficient to provide reasonable 
profits. Under these circumstances, IISCO is not likely to 
waive its claim to any payment legally due to it-under its 
agreement with SCOB. We have, therefore, decided to take 
IISCO's share of SCOB's profit at the amount mentioned 
above. The provision made on this account in the 1951 
Report fbr July-December, 1951 was at the rate of Rs. 15.21 
lakhs per annum. 

5.- On the basis of the above, we recommend the follow¬ 
ing retention prices for the various cat^- 

Retentlon price* for 

J »nu»ry-June and goriesof steel manufactured by SCOB for 
J uIy-December 1951. January - June, 1951 and July - December, 
1951:- 

(Statement on next page) 


The overall increase in the revised fair ex-works retention 
prices for 1951, as compared with the prices fixed under 
the Government Resolution of 22nd June, 1951 (adjusted for 
the actual cost of spelter and for the actual production and 
the product mix) works out to Rs.; 25.46 per ton of saleable 
steel. 

6. (i) In their letter No.SCB/MPL/2125 dated 15th 
Futur* April, 1952 to the Government of India in the 
retention Ministry of Commerce and Industry, SCOB reques- 
price*. ted that the retention prices for 1951, which it 
had asked to be revised on the basis of its actual costs in 
that year, should remain in force up to the end of 1954, 
subject to such adjustments as might be necessary by reason 
of increases in freight rates or compulsory increases in the 
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emoluments of labour or other unforseeable factors. In its 
letter dated 5th July, 1352 to the Commission, the Company 
suggested that its retention prices for 1952 should be based 
on its actual costs for 1951, and that the overheads of 
Ks. 238.58 lakhs allowed by the Board at the 1951 inquiry 
should be distributed over a production of 280,000 tons. In 
their discussions with the Commission, the representatives 
of SCOB strongly urged that the negotiations for the pro¬ 
posed II.SC0-S.C0B merger would be gravely deeded if SCOB's 
retention prices for 1951-1954 were retained at the present 
level. They expressed the view that any uncertainty about 
the prices to be received by SCOB in the near future would 
make the merger a practical impossibility, since the share¬ 
holders, creditors and other parties interested in the two 
companies would like to have a clear picture of the finan¬ 
cial prospects of the amalgamated concern befbre agreeing to 
the proposal. 

(11) We have carefully considered whether the existing 
retention prices for the period from 1st January 1952 onwards 
call for any revision. In the first place, during the first 
half of 1952, the Company was not able tp attain the annual 
rate of output of 311,454 tons of saleable steel on which 
the Board's estimate of costs for 1951-54 was based. Since 
a detailed technical inquiry was not possible on this 
occasslon, we are unable to say how far this was due to 
factors beyond the control of the Company. However, any 
appreciable shorb-fall In actual prodiction as compared with 
the production estimated by the Board will inevitably tend 
to push up the actual works cost and overheads per ton of 
production as compared wlth the Board's estimates. Secondly 
we have calculated the hot metal cost fbr 1951 on a somewhat 
different basis from that followed by the Board at the 1951 
inquiry, and this has had the effect of increasing the cost 
of this material to some extent as compared with the Board's 
estimate. It is only reasonable that the hot metal cost for 
1952 also should be re-computed on the modified basis. 
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Thirdly, as a result of a more intensive use of the Duplex 
process, instead of tho blown metal process recommended by 
the Board, SCOB has had to increase the proportion of hot 
metal in the metallir charge, and the incidence of this 
of this additional factor needs to be taken into account. 
Fourthly, we have found it necessary,• on the basis of fresh 
evidence adduced by the Company, to make certain adjustments 
in the overhead charges allowed by the Board for 1951-54, an 
the effect of these adjustments on the retention prices for 
the period after 1951 also needs to be considered. We have, 
therefore, come to the conclusion that a review of SCOB's 
retention prices for the period from 1st January, 1952 
onward is necessary. We also see considerable force in 
SCOB's contention that any uncertainty about the prices 
to be received by it in the immediate future may hamper the 
negotiations for the proposed merger. 

(iii) While recognising the need for a re-examination of 
the retention prices for the period from 1952 onwards, we 
are unable to agree that the works cost for that period should 
be assumed to remain unchanged, as compared with the actual 
works cost in 1951. The latter was based on a production of 
254,099 tons, while production in 1952 and subsequent years 
is expected to be much higher. During the latter half of 
1951, SCOB's production of saleable steel amounted to 110,289 
tons and in the first half of 1952 to 199,959 tons. SCOB's 
estimate of 280,000 tons for 1952 is thus based on the 
actuals for the twelve months ending June, 1952. We do not 
think that, so far as the latter half of 1952 is concerned, 
we should assume a rate of output substantially lower than 
that assumed by the Board (viz. 311,454 tons per annum). 
The Board's estimate of 398,057 tons for production of 
ingots has been substantially realised during the 12 months 
ending June, 1952, and it was only the estimate of the 
production of saleable steel which was not realised. The 
Company has referred to the go-slow policy of its workers 
as partly responsible for the marked fluctuations in its 



25 


output during the last twelve Months. The lower produc¬ 
tion of saleable steel has been attributed by the Cowpany 
to the limited capacity of the finishing wills, as a result 
of which the Company was not able to wake fill use of its 
ingot production. During January^June, 1952, when the 
finishing wills were working three shifts, the average 
monthly production of saleable steel amounted to 23,325 tons 
only while the production of ingpts averaged 34,515 tons per 
month. We have discussed the matter with the Company's re¬ 
presentatives and have come to the conclusion that the pro¬ 
duction of saleable steel during the latter half of 1952 
should be taken at 150,000 tons, i. e. at a monthly rate of 
25,000 tons which is only slightly lower them the average 
rate assumed by the Board for the three years,' 1951-54. 
Taking into account the actual production of 139,959 tons 
during the first half of 1952, the estimate of production 
for the whole year comes to 290,000 tons. The representa¬ 
tives of the Company have agreed to this estimate. 

(iv) As regards 1953 and 19.54, SCOB's representatives 
expressed their inability to furnish any firm estimate of 
production for these years. The evidence received by us is 
also not sufficient to enable us to attempt any estimate 
of production for these years. The equipment for supplemen¬ 
tary fuel supply, which was one of the major technical 
improvements recommended by the Board in its 1951 Report, is 
expected to be received early in 1953, but it is difficult 
to estimate at this stage the increase in production likely 
to result from this improvement in 1953. Secondly, the 
Company has plans to expand Its finishing capacity by adding 
a sheet bar and billet mill, as a result of which about 
125,000 tons of the capacity in the 34"'mill is expected 
to be released for production of other categories of saleable 
steel. No clear indication, however, is availableas to when 
this new unit will come into production. In view of these 
difficulties in estimating the production for 1953 and 1954, 
wa have come to the conclusion that our review of the future 
retention prices Shoul be congined to 1952 
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expectations, the proposed Merger between IISCO and SCOB may 
take place sore time in 1963, and in that event an inquiry 
will be necessary into the cost of production of the amalga¬ 
mated unit. We feel that the uncertainty which is said to 
to be hampering SCOB's efforts to being about the proposed 
merger will be substantially removed, even if the retention 
prices are revised for 1952 only. 

7. (i) In estimating the works cost for 1952,' we have 
«brk» 3,,*, taken due account of the reductions already 
for 1952. effected in 1951 in individual items of cost. 
The output of the blast fUrnace at Hirapur has been taken 
at 450,000 tons, as against 420,000 tons assumed by the 
Board, and that of saleable steel by SCOB at 290,000 tons 
as against 311,454 tons assumed by the Board. The product 
mix has been modified to take account of the actual ex¬ 
perience of the past twelve months. The cost of ingot 
moulds and bottoms per ton of Ingots has been taken at 
Hs. 3asagainst the.Board's estimate of Rs. 2.2 for 1951-54. 
No appreciable reduction in the labour force is possible 
for practical reasons, and hence the actual labour charges 
in 1951 have been adopted fbr 1952 subject to an Increase of 
Q per cent, for Increments and production bonus. The cost 
of materials has been computed on the basis of the latest 
available data,' and the price of spelter has been taken 
at the rate of Rs. 1,900 tper ton, as compared with Rs. 3,500 
per ton adopted .by the Board. It has been assumed that the 
existing arrangements for adjustments In the payments made 
to producers on account of variations In the price of 
spelter'will continue. Recoveries on account of spelter 
dross have declined from Rs. 2,221 per ton in 1951 to 
Rs. 1,400 per ton in the current year. The average cost of 
sulphur is expected to be Rs. 438 per ton in 1952 as com¬ 
pared with Rs. 372 in 1951. Due provision has been made 
for the increases in costs of production resulting from (a) 
the revision of the concessional freight rates on the B.N. 
Railway from 1st April, 1952, (b) the Increase in the freight 
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on coal from the sane date, and (c) the expenditure on 
account of the contributions to be made by the Company 
under the Employees' Provident Flind Act, 1952 and the State 
Insurance Act, 1952. In the Government Kesolution dated 
22nd June, 1951 on the retention prices for the major pro¬ 
ducers, specific provision was mAde for revision of prices 
on account of any significant increases in cost due to 
labour welfare legislation. The margin for contingencies 
was thus intended to absorb the increases in those items of 
cost for which no specific provision for modification or 
retention prices was made. We have, therefore, allowed for 
additional expenditure to be incurred by SCOB on account of 
Provident FUnd and State Insurance Contributions, as well as 
the other two items mentioned above. 

(ii) On the above basis, we estimate the cost of hot 
metal payable by SCOB in 1952 at Rs. 98.08 per ton and its 
works cost of ingots in that year at Rs. 159.82 per ton. 
Our estimates of works costs of different categories of 
saleable steel are given in the Statement in paragraph 9 
below. The representatives of the Company have agreed to 
these estimates. The weighted average works cost of sale¬ 
able steel for 1952 comes to Rs. 252.08 per ton. Our cor¬ 
responding figure for 1951 given in paragraph 9(e) above is 
Rs. 2-11-47 per ton. The difference of Rs. 7.61 per ton will 
increase to Rs. 12.26 per ton if the works cost of 1951 is 
adjusted for the change in the product nix. The Increase in 
the works cost is explained by the increase in railway 
freights, the incidence of the new labour legislation and 
the higher cost of materials. These increases were partly 
offset by economies due to higher production. On the basis 
of the Board's estimates of works costs of different cate¬ 
gories of steel for 1951-54, SCOB would have realised, for 
the production and product mix assumed by us, after adjust¬ 
ment for the price of Rs. 1,900 per ton of spelter and after 
including the Inter-company charges, an average works cost 
of Rs. 220.76 per ton. Our estimate of works cost for 
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1952 is, therefore, higher than the Board's estimate by 
Rs. 31.32 per ton. 


8. We have provided for depreciation, return on block. 
Overnod* bead office expenses and selling expenses on the 
for |95?. basis recommended by the Board for 1951-52 in 
paragraph 72 of its 1951 Report. Interest on working capital 
fbr 1952 has been calculated as follows:- 


Rs .; (Lakhs) 


(i)i Estimate of working capital 

in 1948 200 

(ii) Add fbr increase in production, 
viz.", 30^ (from 2,23,000 to 
2,90,000 tons) 50 

200 

(ill) Add fbr increase in works cost 

by 22-3 57 

317 

(lv) Add 5& % fbr stock piling in 

respect of essential imports of 

raw materials 17 


334 


Interest § 1 h% on Rs. 334 lakhs comes to Rs. 15.03 
lakhs. 


IISCO's share of profit is estimated at Rs. 20.OS lakhs 
on the basis explained in paragraph 4(c) above. As in the 
case of 1951, the special charges payable to IISCO under the 
IISCO-SCOB Agreement have been excluded, since these charges 
have been included by us in our estimate of works cost. 
Thus, the overheads to be allowed to SCOB for 1952 are as 
fbllows: 




Its. (Lakhs) 

Depreciation (a) normal 

40.00 

(b) special provision 

25.74 

Interest on working capital 

15.03 

Return on block 

BO. 96 

11SCO's share of profit 

20.06 

Head office expenses 

10.00 

Selling expenses 

5.80 

Margin for contingencies 

14.50 

Total 

192.09 


The allocation of overheads to different categories of 
steel for 1952 has been Bade on the Same basis as that 
adopted for July-December, 1982. The quantity of steel 
consumed in the works for maintenance purposes has been 
taken at 2,000 tons and the production of non-standard and 
defective categories of steel at 10,000 tons. 

9. The fair retention prices for steel produced by SCOB 
R*tvition for 1 9 °’2, as determined by us, are given below: 

p rice* 
for 1952. 


Name of Product, 
(untested quality.) 


1 


1. Blooms 

2. Billets 

3. *Rpl 18 (Heavy) 

SO/100 lbs. 


Estimate 

o f works 
cost per 

ton 

Oveiv 

heads 
' per 
ton 

Estimated 
ex-works 
fair re¬ 
tention 
price per 
ton 

Present 

reten¬ 

tion 

price 

Per cant 

Increase/ 

decrease 

2 

3 

4 

6 

6 

RS. 

Rs 

RS. 

Rs. 

% 

183 

33 

216 

178 

21.36 

206 

33 

238 

203 

17.24 

219 

70 

289 

262 

14.68 

217 

71 

288 

260 

10.77 


4. Structurals 
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1 

8 

3 

4 

6 

v « 

6. Bars a Bods (Hounds 
and sqpsres below S* 
and riats up to and 

Rs. 

Rs. 

Rs. 

Rs, 

* 

Including 6* wide) 

0. Ralls (light) as lbs. 

814 

74 

£88 

£66 

18.94 

and below 

7. Black. Plain sbeets 

887 

78 

SOS 

814 

(-) 8.87 

(11 - 14 Quage) 

8. Qal vanned corrugated 
sheets (Hard Iron) 

£66 

88 

364 

800 

IB.00 

0/84 («' /10*) 

e. Black corrugated sheets 

461 

100 

661 

680 

(-) 16.00 

(Hard Iron) 0/84 

* Tested quality 

SB9 

too 

sea 

844 

16.S 9 


Hie overall increase In the fair ex-works retention price fbr 
1952, as compared with prices fixed under Government Re¬ 
solution of 22nd June, 1951 (adjusted for the price of 
spelter and for the revised estimates of production and 
product mix adopted by us) works out to Rs. 36.2 per ton of 
saleable steel. 

10. The Company has pointed out that payments from the 

Iron and Steel Controller on account of 

Retention price* of defective and non-standard products have 
defect I ve and non- 

atvderd products. been subject to delays in the past. We 
recommend that the retention prices for 
defective and non-standard products should be Rs. 10 per ton 
less than those recommended above for standard products and 
that they should be given effect to simultaneously with the 
prices for standard products. 

11. (1) In its letter dated 5th July, 1952,SCOB has asked 
Merqor of f° r an assurance that should IISCO and SCOB be 
11 SCO and amalgamated, full return on the combined blocks 
SCOB. will be granted on exactly the same principles as 

have been applied in the case of Tatas. SCOB has stated 





31 


that this assurance is necessary for securing the approval 
of the shareholders and other parties interested in the 
two Companies to the proposed merger. IISCO has two works. 
One at Hirapur and the other at Kulti. Of these, the Hirapur 
plant alone will be an auxiliary of SCQB's steel plant, and 
in- order to attain maximum production of steel, SCOB will 
have to take up the entire output of iron at Hirapur. We 
recommend that an assurance be given to the two Companies to 
the effect that should the two plants be amalgamated, the 
retention prices of steel produced by the amalgamated concern 
will be calculated on exactly the same principles as have 
been applied in the case of Tatas. In other words, the 
block to be>-taken into account in determining the retention 
prices of steel,'in the event of the merger, will be the 
combined block of SCOB and the Hirapur Works. 

(ii) We have been asked to examine the factors which are 
holding up the implementation of the Board's recommendation 
regarding the merger of IISCO and SCOB. We have carefully 
examined the matter and consider that the disparity between 
the actual earnings of the two Companies has been the prin¬ 
cipal impediment in the way of implementing this recommenda¬ 
tion. The following statement shows the dividends paid by 
IISCO and SCOB since 1911 (which was the first complete 
year after SCOB came into production): 



IISCO 

SCOB 


% 

% 

1941 .. 

22b 

10 

1942 . 

22b 

10 

1943 .. 

20. 

82 

1944 .. 

.. 17* 

8# 

1945 . 

.. 15 

83 

191$ . 

15 

5 

1947 . 

3? 

Nil 

1948 . 

7* 

33 

1940 .. 

10 

64* 

1950 ....... 

.. 10 

6*7* 


* Rs. 15 lakhs drawn from Reserves. 
Rs. 10 lakhs dravwi from Reserves. 
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We believe that this position will materially improve if 
our recommendations regarding the revision of SCOB's re¬ 
tention prices for 1951 and 1952 are accepted by Government, 
lire prices recommended by us are expected to bring about 
reasonable improvement in SCOB's earning capacity. Further, 
the assurance recommended in the preceeding sub-paragraph 
will also set at rest any possible misgivings about the prin¬ 
ciples which will govern the fixation of retention prices 
when the proposed merger takes place. It is to the mutual 
advantage of both the Companies to bring about this merger. 
Under the IISCO-SCOB Agreement, IISCO is required to sell 
hot metal to SCOB at a concessional rate which does not 
allow adequate depreciation and return on the Hirapur plant. 
Id terms of the assurance recommended above, however, when 
the merger takes place, the price of hot metal will Include 
full provision for depreciation and return on the Hirapur 
block on exactly the same principles as have been applied in 
the case of the other main producer. In other words, the 
Hirapur plant will realise a higher price for its hot metal, 
after the merger, than it is receiving at present. Conse¬ 
quently, if the merger takes place, the combined earnings of 
the Hirapur Works and SCOB will be higher than what they 
would be In the absence of the merger. As regards SCOB, 
while its cost of hot metal will increase, there will be a 
compensatory Increase in its retention prices of steel. 
Further,- the financial integration of the iron and steel 
works will ensure the community of interest which is neces¬ 
sary for a proper co-ordination between the two and this 
will place SCOB’s steel production plans on a sounder 
footing. What is more important,' and in fact constitutes 
the principal gain from the national stand-point, is that 
the merger will greatly facilitate the implementation of the 
expansion schemes of both IISCO and SCOB,' The financial 
commitments Involved in these schemes are so large that 
neither Company may find it easy to undertake them by itself. 
The amalg a m ator concern, on the other hand,' with the combined 
resources of the two plants, will be in & stronger position 
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to raise the additional resources required for expansion 
Thus, the merger, besides improving the economic position 
of both the plants, will help the expansion of iron and 
steel capacity in the country, and it is, therefore, in the 
national interest that the merger should take place. We 
recommend that the Companies should make determined efforts 
to bring about the amalgamation of the two plants as early 
as possible. 


12 . 

Suanary of 
conclusion* 
•nd rnoom- 
■ amJatlon*. 


(i) The fair retention prices of steel produced 
by SCOB for (a) January-June 1911, (b) July- 
December, 1911, (c) 1952 should be revised as 
indicated in the Statements in paragraphs 5 and 


9. 

(ii) The price of speiter has been taken at Rs. 1907 
per ton in calculating the works costs for the first two 
periods^ and at Rs. 1900 per ton for the third period. The 
payments mode to producers should continue to be subject to 
adjustments for the actual cost of spelter as at present. 
(Paragraphs 3(v) (d) and7(i)] 

(ill) SCOB should exercise stricter control over the 
consumption of ingot moulds and bottoms, [paragraph 3(iv) (b)] 


(lv) The retention prices for defective and notv-stand- 
ard products should be Rs. 10 per ton less than those for 
standard products and should be given effect to simultane¬ 
ously with the prices for standard products.' [Paragraph 10] 


(v) IISCO and SCOB may be informed that should the 
Hirapur Iron Works be amalgamated with SCOB, the retention 
prices of steel produced by the amalgamated concern will be 
calculated on exactly the same principles as have been 
applied in the case of Tatas. [Paragraph 11] 

(vi) The disparity between the earnings of IISCO and 
SCOB has been the principal impediment in the way of imple¬ 
menting the Tariff Board's recommendation regarding their 
amalgamation. The position will materially improve if the 
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recommendations made by the Commission regarding the revisio 1 
of SCOB's retention prices for 1951 and 1952 are accepted 
by Government. A merger of IISCO's Hlrapur Works .with SCOB, 
besides improving the economic position of both the plants, 
will help the expansion of iron and steel capacity in the 
country and the Companies should, therefore, make determined 
efforts to bring about the merger as early as possible. 
[Paragraph ll] 

13. We wish to express our appreciation of the valuable 
AdcnowiadMwcnt*. assistance received from Shrl N. Krishnan, 
our Cost Accounts Officer, in carrying out this inquiry. 
His analysis of cost data was accurate and scientific and 
this has helped us considerably in expediting the formula 
tion of our recommendations and the preparation of th. 
Report. 

G.L. MEHTA 

Chal re an 
B.V. NARAYANASWAMY 

H amber 

B.N. ADARKAR 

Member 

D.K. MALHOTRA 

Secretary. 

Bombay,< 

29th August,' 1952. 



LIST OF REPORTS OF THE INDIAN TARIFF BOARD 


I . TARIFF INQUIRIES 
- (A) NE9 CASES 


1. Sodium tldosulphate, sodium suipliite (anhydrous) 

and sodium bisulphite (1946). 

2. Bichromates (1946). 

3. Phosphates and phosphoric acid (1946). 

4. Butter colour and aerated water powder colour 

(1946). 

6. Calcium chloride (1946). 

6. Coated abrasives (other than grinding wheels) 

(1946). 

7. Hurricane lanterns (1946). 

8. Cocoa powder and chocolate (1946). 

9. Wood screws (1946). 

10. Bicycles (1946). 

11. Caustic soda and bleaching powder (1946). 

12. Antimony (1946). 

13. Sewing machines (1946). 

14. Aluminium (1946). 

15. Steel baling hoops (1946). 

16. Preserved fruits (1946). 

17. Non-ferrous metals (1946) 

18. Cotton textile machinery (ring frames, spindles 

and spinning rings)(1947). 

19. Rubber manufactures (1947). 

20. Sodium and potassiim metabisulphites (1947). 

21. Alloy bool and special steel (1947). 

22. Sodium sulphide (1947). 

23. Electric motors (1947). 

24. Dry battery (1947) . 

25. Plywood and teachests (1947). 

26. Cotton and hair belting (1947). 

27. Starch (1947). 

28. Glucose (1947) . 

29. Chloroform, ether, sulphuric p.b. and 

arta.estiietic and potassium permanganate (1947). 

30. Fire hose (1947). 

31. Steel belt lacing (1947). 

32. Ferro-silicon (1947). 

33. Oleic acid and stearic acid (1947). 

34. Machine tools (1947). 

35. Wire healds (1948). 

36. Pickers (1948). 


PTB 158 

PTB 157 
PTB 156 
PTB 154 

PTB 153 
PTB 159 

PTB 152 
PTB 166 
PTB 97 
PTB 100 
PTB 88 
PTB 94 
PTB 101 
PTB dO 
PTB 87 
PTB 146 
PTB 146 
PTB 111 

PTB 110 
PTB 105 
PTB 118 
PTB 102 
PTB 112 
PTB 115 
PTB 113 
PTB 121 
PTB 103 
PTB 104 
PTB 109 

PTB 120 
PTB 119 
PTB 116 
PTB 117 
PTB 114 
PTB 123 
PTB 125 



37. Motor vehicle batteries (1948). PTB 122 

38. Hydraulic brake fluid (1948). PTB 129 

39. Bobbins (1948). PTB 128 

40. Slate and slate pencils (1949). PTB 13S 

41. Expanded metals (1948). PTB 150 

42. Cotton textile machinery (ring frames, spindles, PTB 167 

spinning rings and plain looms)(1949). 

4(J. Small tools (1948) . PTB 149 

44. Plastics (1949). PTB 160 

45 Soda’ash (1949) . PTB 165 

46. Glass and glassware (1950). PTB 174 

47. Sterilised surgical catgut (1950). PTB 184 

48. Liver extract (1950). PTB 185 

49. Fbuntain pen ink (1950). PTB 188 

50. Pencils (1950). PTB 187 

51. Fine chemicals (1950). PTB 132 

52. Sago (1950). PTB 186 

53. Belt fasteners (1960). PTB 189 


(B) RBVIEV CASES 

(Continuance of Protection > 


1. Iron and steel manufactures (1947) . PTB 106 

2. Paper and paper pulp (1947). PTB 108 

3. Cotton textile manufactures (1947). PTB 98 

4. Sugar (1947). PTB 107 

5. Magnesium chloride (1948). PTB 124 

6- Silver thread and wire (1948). PTB 126 

7. Bicycles (1949). PTB 131 

8 . Artificial silk (1949). PTB 132 

9. Sericulture (1949). PTB 133 

10. Alloy tool and special steel (1949). PTB 136 

11. Sodium thiosulphate, sodium sulphite and sodium PTB 140 

bisulphite (under section 4(1) of the Tariff 
Act) (1949) . 

12. Calcium chloride (1949). PTB 148 

13. Grinding wheels (under section 4(1) of the PTB 141 

Tariff Act)(1949). 

14. Hurricane lanterns (under section 4(1) of the PTB 144 

Tariff Act)(1949). 

16. Sugar (1949). PTB 134 

16. Preserved fruits (1949). PTB 143 

17. Coated abrasives (under section 4(1) of the PTB 147 

Tariff Act) (1949) • 

18. Antimony (1949). PTB 161 

19. Phosphates and phosphoric acid (-1948)-, PTB 164 



20. Starch (1949). PTB 163 

21. Bichromates (1949). PTB 168 

22. Kerro-silicon (1949). PTB 169 

23. Sewing machines (1949). PTB 170 

24. Cocoa powder and chocolate (11449). PTB 172 

25. Electric motors (1949). PTB 166 

26. Stbel belt lacing (1949). PTB 171 

27. Cotton and hair beltihg (1949). PTB 173 

28. Calcium.chloride (1950). PTB 175 

29. Sugar (1950). PTB 179 

30. Potassium permanganate (1950). PTB 176 

31. Wood screws (1950). PTB 177 

32. Dry battery (1950). PTB 180 

33. Oleiq acid and stearic acid (1950). PTB 178 

34. Plywood and teachests (1950). PTB 181 


II. PRICE REPORTS 


. Cotton yam and cloth prices (1948). 
i. Paper prices (1948). 

3. Fair ex-works prices of superphosphate (1949). 

4. Fair retention prices of steel produced by the 

Tata Iron & Steel Company and the Steel Cor¬ 
poration of Bengal (1949) . 

Ex-works costs of hot metal (iron for steel 
making) and fair ex-works prices of pig iron 
(Basic and foundry grade)(1949). 

6. Fair retention prices of steel produced by 

Mysore Iron 4 Steel Works, Bhadravati (1949). 

7. Fair retention prices of steel produced by the 

Tata Iron & Steel Company and the Steel Cor¬ 
poration of Bengal (1951). 

All the above reports are available with the Manager of Publications. 
Civil Lines, Delhi, and the Secretary, Indiaa Tariff Board, Cbntrcc- 
tor Building, Hi col Boad, Bollard £xtcrte, Bombay J. 


PTB 127 
PTB 130 
PTB 139 
PTB 135 


PTB 137 


PTB 151 
PTB 205 




